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§611.220 Outside directors.

(a) Eligibility, number and term. (1) Eli-
gibility. No candidate for an outside di-
rector position may be a director, offi-
cer, employee, agent, or stockholder of
an institution in the Farm Credit Sys-
tem. Farm Credit banks and associa-
tions must make a reasonable effort to
select outside directors possessing
some or all of the desired director
qualifications identified pursuant to
§611.210(a) of this part.

(2) Number. Stockholder-elected di-
rectors must constitute at least 60 per-
cent of the members of each institu-
tion’s board.

(i) Each Farm Credit bank must have
at least two outside directors.

(ii) Associations with total assets ex-
ceeding $500 million as of January 1 of
each year must have no fewer than two
outside directors on the board. How-
ever, this requirement does not apply if
it causes the percent of stockholder-
elected directors to be less than 75 per-
cent of the board.

(iii) Associations with $500 million or
less in total assets as of January 1 of
each year must have at least one out-
side director.

(8) Terms of office. Banks and associa-
tions may not establish a different
term of office for outside directors
than that established for stockholder-
elected directors.

(b) Removal. BEach institution must
establish and maintain procedures for
removal of outside directors. When the
removal of an outside director is
sought before the expiration of the out-
side director’s term, the reason for re-
moval must be documented. An institu-
tion’s director removal procedures
must allow for removal of an outside
director by a majority vote of all vot-
ing stockholders voting, in person or
by proxy, or by a two-thirds majority
vote of the full board of directors. The
outside director subject to the removal
action is prohibited from voting in his
or her own removal action.

Subpart C—Election of Directors
and Other Voting Procedures

SOURCE: 53 FR 50392, Dec. 15, 1988, unless
otherwise noted.
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§611.320

§611.310 Eligibility for membership on
bank and association boards and
subsequent employment.

(a) No person shall be eligible for
membership on a bank or association
board who is or has been, within 1 year
preceding the date the term of office
begins, a salaried officer or employee
of any bank or association in the Sys-
tem.

(b) No bank or association director
shall be eligible to continue to serve in
that capacity and his or her office shall
become vacant if after election as a
member of the board, he or she be-
comes legally incompetent or is con-
victed of any criminal offense involv-
ing dishonesty or breach of trust or
held liable in damages for fraud.

(c) No bank director shall, within 1
year after the date when he or she
ceases to be a member of the board,
serve as a salaried officer or employee
of such bank, or any association with
which the bank has a discount or agent
relationship.

(d) No director of an association
shall, within 1 year after he or she
ceases to be a member of the board,
serve as a salaried officer or employee
of such association.

(e) No person shall be eligible for
membership on a Farm Credit bank or
association board of directors in the
same election cycle for which the Farm
Credit institution’s nominating com-
mittee is identifying candidates if that
person was elected to serve on that in-
stitution’s nominating committee and
attended any meeting called by the
nominating committee.

(f) Out-of-territory borrowers who
hold voting stock in the association
may serve as association directors un-
less prohibited by the association’s by-
laws. If an association’s bylaws pro-
hibit it, that association must inform,
in writing and at the time of
loanmaking, each out-of-territory bor-
rower that out-of-territory borrowers
may not serve as directors.

[63 FR 50392, Dec. 15, 1988, as amended at 54
FR 37095, Sept. 7, 1989; 756 FR 18740, Apr. 12,
2010]

§611.320 Impartiality in the election of
directors.

(a) Each Farm Credit institution
shall adopt policies and procedures
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